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BULGARIA: KEY ECONOMIC INDICATORS 


Plan Indicators (Percentage Growth): 
1983 


National Income ‘ 
Industrial Output d 
Agricultural output | +s 
Real Income ° 
Labor Productivity ° 


1985 (PLAN) 


4.1 


Economic Performance ( In Billions of Leva, Unless Otherwise 


Indicated) 


National Product 
National Income 
Population (Millions) 

Per Capita Income (leva) 


Capital Investment 
-Industry Share 
~Agriculture Share 


Retail Sales 
Labor Force (Millions) 


Foreign Trade: 
Total Exports 
-Socialist 

-Non-Socialist 


Total Imports - 
-Socialist 
-Non-Socialist 


Balance 
-Socialist 
-Non-Socialist 

Foreign Visitors (Millions) 


Official Exchange Rate: 
US $1.00 = 


1983 


68.8 

23.5 
8.95 

2,637 


8.2 
42.6% 
9.7% 


1984 


N/A 

24.6 
8.97 

2,751 


8.0 
N/A 
N/A 


14.3 
N/A 


12.97 
9.80 
3.17 


12.80 
10.23 
2.57 


0.171 
0.597 


6.1 
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PART A - CURRENT ECONOMIC SITUATION AND TRENDS 


According to official Bulgarian statistics, the economy rebounded during 
1984 from the sluggish performance of 1983, and grew by 4.6 percent. In 
addition to an improved agricultural situation, nearly all of the growth was 
attributed to increased labor productivity. The average annual growth for 
the 1981-1984 period comes to 4.2 percent, while the planned average figure 
for the five-year period is 3.7 percent. 


INDUSTRIAL PERFORMANCE 


Industrial production increased by 4.5 percent, compared with 4.6 percent in 
1984, but just short of the 5.0 percent target. Most of the increase in 
output was due to a 5.5 percent labor productivity gain. The leading 
industrial sector was metal engineering, with a 9.8 percent increase in 
production. Electrical engineering and electronics realized a 10.9 percent 
growth over last year. The production of electricity increased by 4.6 
percent, lower than 1983's figure of 5.4 percent. Light industry increased 
by 2.9 percent, stronger than last year's 2.2 percent. The growth of the 
important chemical industry was 6.0 percent, only slightly higher than in 
1983. Cement production rose by only 1.3 percent, contributing to the lag 
in meeting construction schedules. 


AGRICULTURE 


Agricultural output was 6.8 percent higher than 1983, thanks in large part 
to improved yet still poor, weather conditions. Crop production was up 13.9 
percent compared to 1983 -- a year when prclonged drought caused a 17 
percent decline in production. Grain production for the period 1981-1984 
exceeded one ton per capita compared with 917 kg for the 1976-1980 period. 
Output of animal products was up marginally, 1.1 percent. The number of 
farm animals was short of planned figures. The successful auxiliary and 
personal farms continue to be officially encouraged, due to the substantial 
share of fruits, vegetables and dairy products they contribute to the 
domestic market. 


SOCIAL POLICY 


Real income was reported to have increased 2.7 percent in 1984 as monthly 
wages in the national economy reached 206 leva. Public consumption funds 
rose by 4.2 percent, reaching 7,164 million leva. Population growth 
continues to lag, prompting strong official measures to encourage couples to 
have more children. The net increase was only 23,000 persons, bringing the 
population to 8,972,000. Retail turnover increased by 4.6 percent to 14.3 
billion leva. The consumption of a range of food products and consumer 
goods rose satisfactorily. The service sector went up by 9.3 percent. 





INVESTMENT POLICY 


The total of capital investment exceeded eight billion leva which is the 

same as the figure for 1983. The.share of industry was 74 percent, two 

percent higher than 1983. Construction increased by 3.6 percent, reaching 

4.0 billion leva. Most projects involved renovation and finishing existing 
schedules. A significant number of projects were not completed during the 

year. The construction industry, from the industrial to the domestic sectors, 
lagged behind contract completion. 


FOREIGN TRADE 


For a second year, the rate of increase in trade was fixed at 8.3 percent, 
approximately twice the growth of national income. The two billion leva 
rise in trade over 1983 was divided primarily between CEMA and LDC countries 
— the Soviet Union making up 1,234 million and the Arabic countries 
constituting a 363 million valuta leva increase. Since 1983, overall 
foreign trade has exceeded national income. For 1984, there was an 
estimated trade surplus of 171 million leva. The bilateral deficit with the 
USSR amounted to 352 million leva as the Soviet Union's share in Bulgaria's 
trade increased marginally to 57.5 percent. The country's surplus with 
“non-socialist” countries is estimated at 597 million leva, mainly in trade 
with Libya and Iraq. The trade deficit with the West grew to 580 million 
leva. Major western suppliers are FRG (468 million leva); Switzerland (257 


million leva); Austria (182 million leva); France (140 million leva); 
Italy (121 million leva); and UK (107 million leva). 


U.S. exports to Bulgaria in 1984 declined, for the third straight year, to 
$44 million, a decrease of 32 percent. Agricultural sales continue to 
decline in relative importance, totalling $17 million. Major export items 
continue to be yellow corn, tobacco, concentrated superphosphate, and 
soybeans. Bulgarian sales dropped six percent to $33 million, and were also 
primarily agricultural commodities -- tobacco, cheese, and wine. 


A 1984 National Party Conference focussed attention on the importance of 
producing higher quality products. A long-term program was outlined, 
requiring managers and workers to pay particular attention to the quality of 
production. It stressed that the need to raise the level of quality is of 
vital importance both for living standards and exports. In 1984, the 
largest share of the country's exports was machinery and equipment (47.8 
percent). The next most important export category was food products, 
comprising 17.4 percent of all exports. Fuels and raw materials continue to 
be chief import items (47.0 percent), with machinery and equipment (34 
percent) the next most significant import group. 


Bulgaria does not publish statistics on either ruble or hard currency 
foreign debt. Western economic research institutes estimate that Bulgaria's 
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gross foreign debt declined from an estimated $3.3 billion to $2.6 billion 
during 1983. Gross hard currency liabilities to the OECD countries alone 
have been reduced from almost $4.5 billion in 1979 to approximately $1 
billion in April 1984. Moreover, bankers estimate that the Bulgarians ran a 
balance of payments surplus of approximately $590 million in 1983. Total 
net hard currency debt is probably less than $U.S. 1.5 billion. Ruble debt 
is more difficult to estimate but it is assumed to be substantial, over 
three billion, based on regular, large bilateral trade deficits with the 
Soviet Union incurred in recent years. Western bankers rate Bulgaria as a 
good credit risk within the East European context, due to conservative 
financial policies and substantial Soviet economic support. 


OUTLOOK FOR 1985 


The primary task confronting economic planners in 1985, the list year of the 
current five year plan, is to adapt further the “economic mechanism” to the 
specific requirements of the various branches of the economy in the face of 
poor first quarter performance. Recent amendments are designed to encourage 
the timely introduction of scientific-technical achievements. According to 
official projections, national income is to grow by 4.1 percent, largely 
due to increased labor productivity. Overall growth is planned to be led by 
5.2 percent increase in industrial production, and a 3.2 percent increase in 
agricultural production. Electric and thermo-energy will be hard pressed to 
rise by the expected 3.5 percent, and ferrous metallurgy by 7.5 percent. 
After new technological processes are introduced, steel production is to 
increase by 830,000 tons. The chemical industry is to climb 6.5 percent. 
Metal engineering, long a priority sector, will be expected to grow by 

11.6 percent. Light industry, with 4.2 percent growth scheduled, is to be 
tasked with improving the variety and quality of consumer goods. 


Agriculture, plagued by two years of poor results and facing another, 
continues to concentrate on intensification of growth. The introduction of 
additional irrigation systems may result in an increase of grain 

production. Eleven million tons of grain are planned for 1985. A severe 
winter resulted in the key indices lagging behind for the first quarter. 

Low temperatures resulted in heavy losses of spring crops and orchards. The 
number of agricultural animals is not expected to increase in 1985. The 
brigade system, auxiliary and private farms will be given increased 
incentive to make up the shortfall in production. 


INVESTMENT: Several major investment projects linger in the final year of 
the current five-year plan: the Radomir-Pernik heavy machine~building 
projects; the Rakovski and Ruse steel mills; and the Burgas Metailurgical 
Complex, the first unit of which will enter into operation during 1985. 
Facilities are still contemplated in the chemical sector for the production 
of sulphuric acid, ammonia, fertilizers, synthetic resins, adhesives and 
plastics. Development continues at various petrochemical plants in Burgas, 





—- 


Dimitrovgrad and Vratsa. High priority continues to be given to production 
of industrial robots and computer peripherals.The ferrous metallurgy sector 
seeks the processes and technologies to increase the output of high quality 
and specialty steel. The chief processes-~-absorption, extraction and mem- 
brane-- are to be updated with the modern hydro-metallurgical technologies. 


Because of its dual importance in the country's external accounts and also 
for continued economic growth, the energy development program is of 
paramount importance to GOB planners. This winter's severe conditions, 
causing power shortages and resulting in a depletion of reserves, have 
underscored the need to push for a rationalization of the economy's 
infrastructure, and also the importance of completing nuclear power 
stations. The Ministry of Energy and Raw Materials is expected to be split 
as a result of poor performance in meeting the demands for energy. Problems 
continue to hamper construction of e 2,000 mW addition to the 1,760 maW 
nuclear power center at Kozlodui. The country's second nuclear power center 
at Belene, scheduled to generate 4,000mW of power, has also been plagued by 
construction delays. This winter's problems, however, may compel. officials 
to accelerate the progress towards the goal of having 40 percent of 
Bulgaria's electrical power derived from nuclear plants by 1995. 


Nearly all of Bulgaria's crude oil comes from the USSR, with some Arab 
States providing the remainder. It is unlikely the quantity of Soviet oil 
imported will increase. Accordingly, additional growth in imported energy 
from the USSR will be in the form of natural gas and steaming coal. A new 
gas pipe line from the Soviet Union into Eastern Europe is being 

considered. If the plan succeeds, the GOB will be compelled to convert tore 


of its plants to utilize the gas. Thus far, conversion of plants has been 
slow. 


Despite its ambitious nuclear energy program, Bulgaria produces only 25 
percent of its energy needs. Planners are considering developing the 
extensive hard coal deposits in the Dobrudja region, which are estimated to 
be 1.2 billion metric tons, as an alternative to increased energy imports. 
Development plans for the multi=billion dollar project are stalled due to 
the high initial investment and long lead time required. 


ECONOMIC REFORM 


The basic tenets of the NEW ECONOMIC MECHANISM (NEM) -— to increase the 
decision-making powers of the enterprises without negating the strategic 
control of the central planners and to introduce measures which oifer 
flexibility on wages and prices -- remain the primary objectives of the 
plan. Increased quality in production, reconstruction and modernization of 
existing plants, more efficient utilization of resources, and increased 
labor productivity are the specific tasks for the 1985 plan. 
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A recent BCP plenum, stressing the need for scientific-technical progress to 
meet plan goals and objectives, also called for increased incentives to 
reward those managers and workers responsible for bringing innovation to the 
work place. Because of the negative effects of this year's winter, a 
six-day work week has been reinstated until target levels are attained. The 
National Agro-Industrial Union (NAPS) was tasked with overhauling its 
organization to meet the goals outlined in the 1985 plan. 


PART B - IMPLICATIONS FOR THE UNITED STATES 


Trade patterns with the United States have been influenced by the 
preponderance of agricultural commodities in our bilateral trade and a host 
of political and economic factors. Trade may continue to decline this 
year. Lack of Most Favored Nation (MFN) status prevents EXIM or CCC 
financing, giving an advantage to European competitors who enjoy official 
export credits. Nonetheless, opportunities exist here for the careful 


exporter who is knowledgable of East European conditions and investment 
priorities. 


Since the last year of the five-year plan reflects an overall winding down 
in terms of capital expenditures, the best prospects for U.S. exports are 
those products which will help to modernize Bulgaria's industrial and 
agricultural base to allow higher quality production for export markets. 
Particularly important are those products which will allow enterprises to 
cut overhead costs in manpower and energy consumption. Areas which we and 
the GOB have identified as appropriate for U.S. exporters are: 
metal-working machines; some computer technology; agriculture; food 
processing and packaging; and chemicals. Specifically we see our best 
opportunities in process controls, metallurgy, irrigation, agricultural 
machinery and equipment and chemicals, industrial chemicals, mining 
equipment, and analytical and scientific equipment. 


One must be careful in negotiating payment terms. Although Bulgaria enjoys 
a substantial hard currency trade surplus, it periodically experiences cash 
flow problems which are responsible for delayed payments to suppliers. 
Other problems arise from the environment established by the NEM in which 
individual enterprises have their own import plans and must have their own 
hard currency resources. A quirk in local procedures makes issuance of an 
import license and currency allocation separate steps. A signed contract 
and valid import license do not guarantee Foreign Trade Bank approval of 
payment. Delays can be prevented through careful attention to contract and 
Letter of Credit provisions. Verbal agreements should be avoided. 


Countertrade pressure has grown over the last year and can range from zero 
to 100 percent of the value of the import contract. No fixed rules are 
known to exist setting countertrade quotas. 
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ECONOMIC COOPERATION: Government Decree 535 of March 1980 established 
relatively liberal rules for joint ventures, which permit unlimited foreign 
participation for operations in Bulgaria or in third countries. Details are 
available from the Bulgarian Chamber of Commerce. So far, the joint 
ventures established are meant initially to promote sales and services of 
goods imported from the Western partner. One joint venture is engaged in 
local manufacturing. Expectations that the ventures could be used as a 
vehicle for penetrating CEMA markets have not proved realistic due to 
provisions on hard-currency profit repatriation. 


An initiative was undertaken in April 1984 to sponsor a Bulgarian-U.S. 
Business Roundtable to initiate a forum for dialogue between American 
companies and Bulgarian officials and enterprises. Interest in the event 
was very encouraging. For 1985, official U.S. export promotion will be 
focussed on the Plovdiv Fall Fair, September 30 through October 7, 1985, 
which features industrial goods. The fair is a unique opportunity for 
suppliers to meet end-users and develop important personal 
contacts. 








